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Nonprofit pay and benefits: estimates from the
National Compensation Survey

A BLS study reveals that, in the aggregate, workers at
nonprofit businesses earn a pay premium compared with
their for-profit counterparts. Detailed analyses, however,
show a more nuanced picture: using wages as the pay
measure indicates a slight wage disadvantage for
management, professional, and related workers, and a
wage advantage for service workers, at nonprofits and
wage parity between nonprofit and for-profit sales and
office workers; using total compensation as the pay
measure indicates compensation parity between nonprofit
and for-profit businesses for management, professional,

and related workers and for sales and office workers and a

compensation premium for nonprofit service workers. John L. Bishow
bishow.john@bls.gov
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Empirical evidence on whether the gap between nonprofit

and for-profit wages is positive or negative is likewise

mixed. Laura Leete found no overall wage gap and small

wage penalties for nonprofit managers compared with their for-profit counterparts.3 In a study of hospital workers,
Edward Schumacher found a wage advantage for workers at nonprofits, which disappears after controlling for
worker characteristics.* Like Schumacher, Christopher Ruhm and Carey Borkoski concluded that workers with
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similar characteristics receive similar pay whether employed at a nonprofit or for-profit firm, but they also found
results consistent with some relatively small premiums and penalties for subgroups of nonprofit workers.®

Most studies that test the pay gap between nonprofit and for-profit firms use household microdata from the Current
Population Survey or the decennial census, as well as self-reported information, to determine whether an
individual’s employer is a nonprofit. This practice, however, may result in misclassification, biasing the results. Nor
do these datasets include comprehensive measures of benefits; therefore, the wage gap, rather than a more
complete measure of total compensation, is used to measure the for-profit—-nonprofit pay differential. In this article,
we consider both wages and total compensation in evaluating the existence and magnitude of such a differential.
We also use administrative data as the indicator of nonprofit status.

The article is organized into six sections. The next section describes the data used in the analysis. The third
section presents wage and compensation measures separately for industry and occupational groups by nonprofit
status. The fourth section offers an analysis of employer-provided benefits by nonprofit status. Results from a
regression-based approach to measuring the compensation gap are presented in the fifth section. The final section
summarizes the results.

Data description

In the first few years of the 21st century, staff from the Bureau of Labor Statistics (BLS) Quarterly Census of
Employment and Wages (QCEW) program partnered with researchers from the Johns Hopkins University to
produce a set of research data on nonprofits. The research method they used involved matching QCEW data with
Internal Revenue Service (IRS) data on tax-exempt organizations.® More recently, BLS researchers in the QCEW
program revisited matching their data with the IRS Exempt Organization Business Master File (EOBMF) and
created research data on the nonprofit sector that incorporate both information from the EOBMF and information
on “reimbursable” establishments identified in state unemployment insurance reports.” The resulting QCEW file
includes indicators for nonprofit establishments (defined as 501(c)3 establishments). The QCEW provides the
framework from which establishments are sampled for the National Compensation Survey (NCS).

From 2007 to 2010, the NCS published information on the wages of workers in private nonprofit establishments in
the publication “National Compensation Survey: occupational earnings in the United States.”® Given that this
information has not been published since 2010, having a nonprofit indicator in the QCEW provides the opportunity
to match that indicator with the establishment-level information collected in the NCS and produce estimates of
wages, compensation, and benefits for private sector nonprofit and for-profit establishments. In what follows, we
match data on private sector establishments from the March 2014 National Compensation Survey with the
nonprofit indicator in the QCEW. Each establishment is assigned a unique multidigit identifying number when it first
appears in the QCEW. This identifier is retained when establishments selected from the QCEW are added to the
NCS. We subsequently used these identifying numbers to match NCS establishments back into the QCEW and
were able to match 90 percent of establishments in the NCS with establishments in the QCEW.® The estimates
presented in this article are based on these matched establishments.

Nonprofit workers make up 11.7 percent of private sector workers. The proportion of nonprofit workers who work
full time'C is 76.4 percent, statistically no different than the proportion of for-profit workers who work full time (73.3
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percent).11 The proportion of union workers'? is also statistically equivalent across nonprofit status: 8.6 percent of
nonprofits and 8.9 percent of for-profits.

At first glance, workers in nonprofits appear to receive higher wages and more costly benefits. Table 1 presents
estimates of the average hourly wages for nonprofit and for-profit workers, as well as their total hourly

compensation.’® Breakouts are provided for two of the most costly benefit categories: health insurance, and
retirement and savings.

Table 1. Employer compensation costs per employee hour worked, by nonprofit and for-profit status,
private industry, March 2014

Category Nonprofit Confidence interval For-profit Confidence interval
Total compensation $36.62 $34.51-$38.73 $28.76 $28.30-$29.23
Wages 25.30 23.92-26.68 20.17 19.86-20.47
Health insurance 3.21 3.05-3.37 2.22 217-2.27
Retirement and 1.66 1.31-2.00 1.08 1.03-1.12
savings

Source: U.S. Bureau of Labor Statistics, Employer Costs for Employee Compensation.

On average, workers at nonprofit establishments earn $5.13 per hour more than workers at for-profit
establishments. The costs of health insurance benefits paid to nonprofit workers are also higher—$0.99 per hour
more, on average—and the employer cost of retirement and savings plans is $0.58 per hour higher for workers at
nonprofits. As a result, average total compensation for nonprofit workers is $7.86 per hour higher than that for for-
profit workers.

A top-line look at the numbers, however, does not account for the fact that the industries in which we find nonprofit
establishments are very different from those we see among for-profit establishments. Nonprofits also have a
different pattern of occupational groups than for-profits have.

Industrial and occupational profile and compensation costs

We first look at the industry distribution in the NCS by nonprofit status. (See table 2.) As one might expect,
nonprofit establishments are found primarily in service-providing industries, particularly education and health
services.

Table 2. Industry share of workers, by nonprofit and profit status, March 2014 (in percent)

Industry group Share of nonprofit workforce Share of for-profit workforce
Goods producing — 19
Service providing — 81
Trade, transportation, and utilities — 27
Information — 2
Financial activities — 7
Professional and business services 5 18
Education and health services 83 10

See footnotes at end of table.
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Table 2. Industry share of workers, by nonprofit and profit status, March 2014 (in percent)

Industry group Share of nonprofit workforce Share of for-profit workforce

Leisure and hospitality — 14
Other services 7 3

Note: Dash indicates no workers in this category or data did not meet publication criteria.

Source: U.S. Bureau of Labor Statistics, Employer Costs for Employee Compensation.

There are just three industry groups in which data are sufficient to provide a comparison: professional and
business services, education and health services, and the catchall group titled “other services.” Comparing wage
and compensation costs between nonprofit and for-profit establishments by industry for these groups, we see a
pay premium for workers in nonprofits within educational and health services and professional and business
services. (See table 3.)

Table 3. Employer compensation costs per employee hour worked, by nonprofit and for-profit status,
selected service-providing industries, private sector, March 2014

Average
g Confidence Total Confidence Health Confidence Retirement Confidence
Industry group hourly . . . . . . .
interval compensation interval insurance interval and savings interval
wage
Nonprofit:
Professional
. $28.04— $41.81- $3.67— $1.43—
and pusmess 32.29 $36.54 47.85 $53.39 4.34 $5.01 2.02 $2.59
services
Education and
23.99- 34.72—
healf[h 25.60 27 20 37.17 39.62 3.32 3.15-3.49 1.73 1.32-2.15
services
: 15.73— 21.31—
Other services 18.31 20.89 24.79 28 28 1.46 1.11-1.82 .93 .67-1.19
For-profit:
Professional 24.06— 33.29_
and pusmess 25.09 26 11 34.75 36.21 2.18 2.06-2.30 1.15 1.05-1.25
services
Education and
17.69— 23.63—
healf[h 19.15 20.62 25.89 28 15 1.72 1.53-1.90 .54 .30-.76
services
. 17.72— 24.50—
Other services 19.03 20.32 26.58 28 66 2.07 1.70-2.43 1.2 .88-1.52

Source: U.S. Bureau of Labor Statistics, Employer Costs for Employee Compensation.

Within professional and business services, wages for workers in nonprofits are, on average, $7.20 per hour more
than those in for-profits. The gap increases to $13.10 per hour for total compensation. In education and health
services, the nonprofit wage advantage is $6.45 per hour and the total-compensation gap is $11.28 per hour. For
“other services,” there is no statistically significant difference in the average hourly wage or total compensation
between nonprofits and for-profits.
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Pay gaps by industry do not control for the different types of labor used in an establishment. For example, within
education and health services, a nonprofit may employ a larger share of physicians and managers while a for-profit
may employ a larger share of nursing assistants and janitorial staff. Past research finds that controlling for the type
of work performed is critical in explaining wage gaps between workers at for-profits and workers at nonprofits.'

As seen in table 4, there are higher proportions of management, professional, and related workers and service
workers, and lower proportions of sales and office workers; natural resources, construction, and maintenance
workers; and production, transportation, and material moving workers, in nonprofits than in for-profits. Table 5
demonstrates that the mix of occupations explains a lot of the nonprofit wage premiums seen in tables 1 and 3.

Table 4. Occupational share of workers, by nonprofit and for-profit status, private industry, March 2014 (in
percent)

Share of nonprofit Confidence Share of for-profit Confidence
Occupation group
workforce interval workforce interval

Management, professional, and 55.6 52.8-58.4 21.1 20.3-21.9
related

Service 25.5 22.8-28.3 21.8 20.7-23.0
Sales and office 16.0 14.1-17.9 29.6 28.7-30.5
Natural resources, construction, 16 10-22 88 8.2-93
and maintenance

Production, transportation, and 12 817 18.6 17.9-19 4

material moving

Note: Because of rounding, entries for occupation groups may not sum to 100 percent.

Source: U.S. Bureau of Labor Statistics, Employer Costs for Employee Compensation.

Table 5. Employer compensation costs per employee hour worked, by nonprofit and for-profit status and
by occupation group, private industry, March 2014

Hourly Confidence Total Confidence Health Confidence Retirement Confidence
Occupation group
wage interval compensation interval insurance interval and savings interval
Nonprofit:
Management,
professional, and  $34.14 $g;§g; $49.09 $gg'27§g $3.90 $gf?; $2.45 $;'3885
related : . . .
. 11.91- 17.11-
Service 12.39 12.87 18.01 18.90 1.87 1.65-2.08 48 41-54
) 15.88— 23.60—
Sales and office 16.57 1725 24.71 25 8 3.01 2.73-3.28 .87 .76-.97
Natural
resources, 18.23—- 28.15—
construction, and 20.19 22 14 31.17 34.18 3.44  2.85-4.02 1.39 1.12-1.66
maintenance
Production,
transportation, 11.63— 16.74—
and material 14.02 16.40 21.28 25 81 2.24 1.35-3.13 .86 .25—1.46
moving
For-profit:

See footnotes at end of table.
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Table 5. Employer compensation costs per employee hour worked, by nonprofit and for-profit status and
by occupation group, private industry, March 2014

Hourly Confidence Total Confidence Health Confidence Retirement Confidence
Occupation group
wage interval compensation interval insurance interval and savings interval
Management,
professional, and  37.50 o 53.76 bz 349  3.39-3.60 241 224257
related ' '
. 10.09- 13.02-
Service 10.40 10.72 13.45 13.89 .69 .62-.75 A7 .15-.20
) 15.87— 22.14—
Sales and office 16.25 16.62 22.64 2314 1.97 1.90-2.03 .62 .59-.66
Natural
resources, 21.61- 31.78-
construction, and 22.20 2279 32.86 33.95 274  257-2.91 1.79 1.55-2.02
maintenance
Production,
transportation, 16.87— 25.53—
and material 17.27 17 67 26.21 26.90 274 2.61-2.86 1.01 .93-1.08
moving

Source: U.S. Bureau of Labor Statistics, Employer Costs for Employee Compensation.

Wages of management, professional, and related workers at nonprofits are, on average, $3.36 per hour less than
those of their counterparts employed by for-profits. Once the cost of benefits is added in, the difference in total
compensation is $4.67 per hour less. Workers employed in production, transportation, and material moving
occupations at nonprofits earn $3.25 per hour less, on average, than for-profit workers earn; when the cost of
benefits is included, the difference in mean total compensation is $4.93 per hour less.

Service workers at nonprofits earn $1.99 per hour more than service workers at for-profit establishments, and the
gap increases to $4.56 per hour for total compensation. The wage gap for sales and office workers is not
statistically different from zero; however, the mean total compensation of these workers in nonprofits is $2.07 per
hour more than that of sales and office workers at for-profit establishments.

Thus, comparing nonprofit and for-profit pay, even at broad occupational groupings, gives a different picture than
the aggregate estimates provide. Across all private sector workers, those at nonprofits earn more than those at for-
profit establishments, but this gap is driven largely by differences in occupations seen in these establishments.
Managers and professionals make up a disproportionately large share of workers at nonprofits (an observation
which makes sense, given that nonprofits tend to be colleges, universities, and hospitals), and the high average
earnings of managers skew the aggregate numbers. Accordingly, when we examine pay by occupational group,
we see groups for which the wages of nonprofit workers are lower than those of corresponding workers at for-profit
firms. We also see different measures of the pay gap, whether we examine wages or total compensation. Gaps in
total compensation suggest that nonprofits and for-profits either have a different likelihood of offering benefits, offer
benefits that differ in their generosity, or both.

Benefit offerings by nonprofit status
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We turn next to an examination of the types of benefits offered to workers by nonprofit and for-profit
establishments. We focus on health insurance and on retirement and savings benefits, and we split retirement and
savings benefits into defined-benefit plans and defined-contribution plans. Table 6 presents the availability of
health and retirement plans by nonprofit and for-profit status for broad occupational groups.

Table 6. Availability of health and retirement benefits, by nonprofit and for-profit status, March 2014
(percentage of workers offered benefit)

Health insurance offered Defined benefit offered Defined contribution offered
Occupation group For- For- For-
Nonprofit CI Cl Nonprofit CI Cl Nonprofit CI Cl
profit profit profit
79— 66— 22— 17- 65— 58—
All workers 81 84 67 68 25 27 17 18 68 71 59 60
Management, 85— 85— 25— 23— 72— 74—
professional, and related 88 90 87 88 28 31 25 26 79 78 76 78
. 58— 33— 16— 47— 29—
Service 65 71 36 39 20 o4 5 4-6 54 61 32 34
) 82— 67— 17— 15— 59— 63—
Sales and office 86 20 68 70 22 27 16 17 66 73 65 66
Natural resources
. ’ 72— 21— 56—
con_structlon, and — 75 78 — 24 26 — 59 62
maintenance
Production
; 74— 22— 59—
transportation, and — 76 79 — 23 o5 — 61 64

material moving

Note: Dash indicates no workers in this category or data did not meet publication criteria. Cl = Confidence interval.

Source: U.S. Bureau of Labor Statistics, National Compensation Survey.

Employees at nonprofits are more likely than workers at for-profits to be offered benefits. Eighty-one percent of all
workers at nonprofit establishments are offered medical plans by their employers, compared with 67 percent of
workers at for-profit establishments. This disparity cannot be attributed simply to the disproportionate share of
managers and professionals at the former establishments. In fact, there was no statistically significant difference in
the offering of medical plans for management and professional workers by nonprofit status. Most striking is that
sales and office workers and service workers at nonprofit establishments are much more likely than their
counterparts at for-profit establishments to be offered medical plans. The gap for service workers is nearly 30
percentage points.

Nonprofits are more likely than for-profit establishments to offer defined-benefit plans. This difference is driven
mostly by service workers. Nonprofits are also more likely than for-profits (68 percent versus 59 percent) to offer
defined-contribution plans. Again, this difference is driven largely by the benefits offered to service workers: fifty-
four percent of service workers at nonprofits are offered defined-contribution plans, as opposed to 32 percent of
service workers at for-profits.

Wage and compensation gaps
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Although comparisons of wages and compensation by broad occupational groups provide some evidence of pay
gaps between for-profits and nonprofits, such gaps may be the result of workers at nonprofits doing substantially
different types of work than those at for-profits. In this regard, it is likely that the service workers one sees at
nonprofits have very different jobs than the service workers one sees at for-profits. For example, healthcare
support occupations are more prevalent among nonprofits and food preparations occupations are more prevalent
among for-profits. One approach to controlling for this likelihood might be to compare wages for detailed
occupations, as defined by the Standard Occupational Classification system. Unfortunately, the relatively small
sample size of the NCS makes this approach infeasible.

The NCS has a unique feature, however, that allows comparison of levels of work. Most jobs in the NCS undergo a
process of “point leveling,” whereby they are assigned points on the basis of four factors: knowledge, job controls

and complexity, contacts, and physical environment."®

We incorporate this leveling into the regression analysis that follows, enabling us to assess how controlling for job
characteristics affects the pay differential between for-profits and nonprofits by broad occupational group.
Regressions are estimated first with the natural logarithm of the hourly wage as the dependent variable and then
with the natural logarithm of hourly total compensation as the dependent variable.

We estimate three specifications: (1) no controls, aside from an indicator variable for nonprofit status; (2) an
indicator variable for nonprofit status, as well as indicators for full-time and union coverage; (3) the variables
identified in (2), as well as the total number of leveling points and its square.'® Because we are interested in the
relative pay between nonprofit and for-profit jobs, we focus on the estimates of the nonprofit coefficients. To allow
easier interpretation of relative pay, figures 1-3 present the exponents on the coefficient of the nonprofit indicator
for the three largest broad occupational groups: management, professional, and related workers; service workers;
and sales and office workers.

The measure e?, where b is the coefficient from the regression with the natural logarithm of the hourly wage as the
dependent variable, can be interpreted to mean that a worker in a nonprofit job earns eP times the pay of the
equivalent worker in a for-profit job. If eP < 1, then the nonprofit pay is less than the for-profit pay; if e® > 1, then the
nonprofit pay is more than the for-profit pay. The associated confidence interval is a 95-percent interval (i.e., p <.
05); if the confidence interval contains the number 1.0, then there is no statistical difference in the pay of nonprofit
and for-profit workers for the given job.



* U.S. BUREAU OF LABOR STATISTICS

MONTHLY LABOR REVIEW

Figure 1. Ratio of nonprofit to for-profit wages and total compensation
for management, professional, and related workers, March 2014

Ratio
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Source: U.5. Bureau of Labor Statistics, National Compensation Survey.

894 899

+ 57

® Wages

208

® Total compensation

918

+ 982

Specification 1 Specification 2 Specification 3 Specification 1 Specification 2 Specification 3

Controlling for job characteristics matters a great deal in estimating the wage gap between nonprofit and for-profit

workers. The left half of each figure shows the value of e>—equivalent to the wage ratio of nonprofit to for-profit
workers—and the right half shows the estimated total-compensation ratio—also of nonprofit to for-profit workers—
for the three specifications shown. Turning first to figure 1, we see that controlling for job characteristics lessens
the wage gap between nonprofit and for-profit workers: once the levels of the job are included in the wage
regression, management, professional, and related workers at nonprofit businesses are seen to earn wages that
are 96 percent of the level of their for-profit counterparts. Estimates from the model that uses the logarithm of total
compensation as the dependent variable show that the ratio of nonprofit to for-profit compensation for these

workers is 0.98.
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Figure 2. Ratio of nonprofit to for-profit wages and total compensation
for service workers, March 2014
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Source: U.S. Bureau of Labor Statistics, National Compensation Survey.

Recall from table 5 that service workers in nonprofits have higher wages and higher total compensation than for-
profit workers have. This fact would lead us to anticipate a nonprofit to for-profit ratio greater than 1 for these
workers. Figure 2 shows this wage premium. Although the point estimates of the ratio appear to decrease as we
add job characteristic controls to the model, the lower bound of the 95-percent confidence level for specification 1
is roughly equivalent to the upper bound of the 95-percent confidence interval for specification 3, for both the wage
and total-compensation models. Therefore, we cannot say definitively that the point estimates are statistically
decreasing. When we control for leveling, the point estimate for the wage ratio indicates that service workers
employed at nonprofits earn 16 percent more than those at for-profits, and the gap becomes roughly 26 percent
once total compensation is considered, even upon controlling for union membership, full-time work, and job level.

10
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Figure 3. Ratio of nonprofit to for-profit wages and total compensation

for sales and office workers, March 2014
Ratio
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Source: U.S. Bureau of Labor Statistics, National Compensation Survey.

With no controls, sales and office workers at nonprofits appear to have a wage and total-compensation advantage
over those at for-profits. (See figure 3.) However, once all job characteristics, including levels, are controlled for,
the nonprofit—for-profit ratio is equivalent to 1.0 for both wages and total compensation.

Figure 4. Ratio of nonprofit to for-profit wages and total compensation

for education and health services workers, March 2014
Ratio
1.30
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1.00 0.996 1.008 0992

95

90

85

.8{] i i i i i
Management Service Sales Management Service Sales

® Wages

@ Total compensation

Source: L.5. Bureau of Labor Statistics, Mational Compensation Survey.

In these models, we are unable to control for industry. As seen in table 2, some industries have very few nonprofit
workers, a circumstance that poses problems for including industry indicators in regression analysis. Fortunately,
the industry grouping of education and health services workers has a sample size large enough to estimate wage
and total-compensation models. Rather than reporting the results for all three specifications, we present only the

1
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results from specification 3 (containing the full set of job controls), shown in figure 4 for all three occupational
groups.

Within the broad industry group of education and health services, once we control for job characteristics, there is
no statistical difference in nonprofit and for-profit wages for any occupational group. (All confidence intervals for
the exponent of the coefficient contain the number 1.0.) Although the point estimates for total compensation are
greater than 1.0 for management, professional, and related workers and for sales and office workers, neither of
these point estimates is statistically different from 1.0. The only group for which there is a compensation ratio
statistically different from 1.0 is service workers: nonprofit service workers in education and healthcare earn a
statistically significant 11 percent more than their for-profit counterparts.

Summary and conclusions

Matching QCEW and NCS data enables us to generate estimates of wage and compensation costs by nonprofit
and for-profit status. The estimates indicate that, in the aggregate, nonprofit workers earn a pay premium, but still,
industry and occupation patterns differ greatly between nonprofits and for-profits and explain a great deal of the

pay gap.

Using regression analysis to control for the level of work performed, we find a slight wage disadvantage for
management, professional, and related workers at nonprofits, a wage advantage for service workers at nonprofits,
and no statistical wage gap between nonprofit and for-profit sales and office workers. If we use total compensation
costs rather than wages as our pay measure, the results change: there is no statistical compensation gap between
nonprofit and for-profit businesses for management, professional, and related workers and for sales and office
workers, but there is a compensation premium for service workers at nonprofits. These results highlight the
importance of a pay measure that includes benefits: across both occupations and levels, workers at nonprofits
receive more costly benefits. Thus, ignoring this component of pay can lead to incorrect inferences regarding the

pay gap.
It is not possible to control for industry in our analysis because of the relatively small share of nonprofit workers in
some industries. We note, however, that if we restrict the analysis to educational and health service industries, we
find a persistent total compensation premium for service workers employed at nonprofits.
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E The NCS defines “full time” and “part time” on the basis of the establishment’s definition of these terms, not on actual number of
hours worked.

1 Al significance testing for this article was performed at the 95-percent level of confidence.
12 A union worker is defined as a worker who is covered by a collective-bargaining agreement.
13 Throughout this article, “wages” refers to wages and salaries.

E See, for instance, Zack Warren, “Occupational employment in the not-for-profit sector,” Monthly Labor Review, November 2008, pp.
11-43, https://www.bls.gov/opub/mIr/2008/11/art2full.pdf; Leete, “Whither the nonprofit wage differential?”; Schumacher, “Does public
or not-for-profit status?” and Ruhm and Borkoski, “Compensation in the nonprofit sector.”

15 For more details on the leveling process, see “National Compensation Survey: guide for evaluating your firm’s jobs and pay,” May
2013, https://www.bls.gov/ncs/ocs/sp/ncbr0004.pdf.

18 Initial analysis provided evidence of a quadratic relationship between the logarithm of pay and the number of leveling points; that is,
pay tends to increase with the point total, but in a nonlinear fashion.
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